
Before the
FEDERAL COMMUNICATIONS COMMISSION.....-·· .

Washington, DC 20554 RECeIVED
,J!JL - 5 1995

In the Matter of

Petition for Rulemaking to Amend
Part 32 of the Commission's Rules to
Eliminate Detailed Property Records for
Certain Support Assets

)
)
)
)

)
)

RM 8640

COMMENTS
fJOCKr-T r:il ~: ('(':nv ORIGINAlt t~,-,! , ..~L, \".l v f ( ~",'

US WEST Communications, Inc. ("U S WEST"), through counsel and

pursuant to the Federal Communications Commission's ("Commission" or "FCC")

Public Notice, I hereby files its comments in support of the United States Telephone

Association's ("USTA") Petition for Rulemaking to eliminate detailed property

records for certain support assets.
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1. INTRODUCTION

USTA's Petition "asks that the Commission eliminate the requirement to

establish and maintain detailed basIc property records for support assets in the

following Accounts: Account 2115, Garage Work Equipment; Account 2116, Other

Work Equipment; Account 2122, Furniture; Account 2123.1, Office Support

Public Notice, United States Telephone Association Files a Petition for Rulemaking to Amend Part
32 of the Commission's Rules to Eliminate Detailed Property Records for Certain Support Assets,
DA 95-1027. reI. May 10, 1995.

USTA Petition for Rulemaking, RM 8640, filed May 31, 1994 ("Petition").
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Equipment; Account 2123.2, Company Communications Equipment; and the

personal computers and peripheral devices recorded in Account 2124, General

Purpose Computers.,,3 USTA requests that local exchange carriers ("LEC") be

permitted to employ a vintage amortization level ("VAL") property record system in

place of detailed property records for the above accounts.
4

"Under such a system,

the net book value of existing assets in each Account will be placed in a VAL group

and amortized on a straight-line basis over the remaining life that results from the

asset life chosen from the FCC-approved range of lives. Likewise, a VAL group will

be established for new purchases in each vintage for each Account and amortized on

a straight-line basis over the asset live chosen from the FCC-approved range of

lives."s US WEST fully supports USTA's VAL proposal and its proposed

amendment to Section 32.2000(e)(4) which would allow LECs to use VAL property

6
records.

II. USE OF VAL PROPERTY RECORDS MAKES GOOD BUSINESS
SENSE AND OFFERS SIGNIFICANT BENEFIT TO LECS

But for Part 32's existing requirements to provide detailed basic property

records on support assets in the above-referenced accounts, U S WEST would not

3
rd. at 2.

4

rd.

rd. at 2-3.

6
47 CFR § 32.2000(e)(4).
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maintain property records in this manner. It does not make economic sense to

identify, track, and depreciate these support assets by unit (i.e., including the age

and original cost of the individual piece of equipment/asset). The support assets

covered by USTA's proposal make up approximately five percent ofU S WEST's

total investment. U S WEST expends approximately one-fourth of its fixed asset

accounting administrative costs to establish and maintain basic property records on

7
these support assets.

Adoption of USTA's VAL proposal would have no effect on U S WEST's

internal asset management controls. US WEST's basic property records and

internal asset management controls are separate and distinct systems. U S WEST

has every interest in protecting its assets and will continue to do so regardless of

whether basic property records are required for support assets. Much of the

information in basic property records, such as year of purchase, serves no purpose

in US WEST's asset management activities.
8

Adoption ofUSTA's VAL proposal

would allow U S WEST to reduce its asset accounting administrative costs by a

7
This estimate does not include the cost of inventorying and labeling the large number of items that

fall into the accounts covered by USTA's Petition.

8
For example, with respect to personal computers, power ~, 286, 386, 486 or Pentium) is a very

important factor while year of purchase and original cost are of little or no use.
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significant amount with no foreseeable risks.
9

Furthermore, adoption ofUSTA's

proposal would represent a significant step towards depreciation simplification. 10

Adoption of the VAL proposal takes on even greater importance for LEes

given the Commission's recent action on revising expense limits for support assets.

In response to an earlier USTA petition to increase the expense limit from $500 to

$2,000, the Commission has proposed increasing the limit to $750.
11

Such an

increase would be of little benefit to U S WEST.
12

The Commission's proposed

modification in the expense limit for support assets would provide little relief from

the requirement to maintain detailed property records for these assets. USTA's

VAL proposal alone provides meaningful relief from unnecessary and burdensome

detailed property record requirements.

III. USTA'S PROPOSED ACCOUNTING TREATMENT OF SUPPORT
ASSETS FOR RETIREMENT PURPOSES IS APPROPRIATE

Under USTA's proposal, affected support assets in a VAL group would be

retired (i.e., removed from the LEC's books) when the cost of the VAL group is fully

9

As USTA notes in its Petition, VAL property record systems can be implemented by LECs in a
revenue-neutral manner. See Petition at 4.

10

See In the Matter of Simplification of the Depreciation Prescription Process, CC Docket No. 92-296,
Report and Order, FCC 93-452, reI. Oct. 20, 1993, pet. for recon. pending, Second Report and Order,
9 FCC Red. 3206 (1994), Third Report and Order, FCC 95-181, reI. May 4, 1995.

11
See In the Matter of Revision to Amend Part 32. Uniform System of Accounts for Class A and Class

B Telephone Companies to Raise the Expense Limit for Certain Items of Equipment from $500 to
$750, RM 8448, Notice of Proposed Rulemaking, FCC 95-182, reI. May 31, 1995.

12
The one-time cost associated with implementing the change nearly offsets the benefit of the

increased expense limit. Furthermore, the relatively low level of the proposed expense limit will lead
to additional requests to raise the limit in the not too distant future.
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amortized.
13

The asset life for a VAL group would be selected from the FCC

approved range of lives. 14 U S WEST supports this approach which is consistent

with the Commission's recent decisions in its Depreciation Simplification

proceeding.

While an advantage of vintage accounting is that it does not require a LEC to

track individual items, vintage accounting does not indicate when a given unit is

removed from service. All units in a given VAL group are assumed to have the

same service life -- the average service life -- and are retired at the end of this life.

Thus, in practice, some units may have shorter actual lives and some longer.

Nothing is really gained by tracking individual units, as is currently done, since the

financial impact would be the same over the life of the assets in a given VAL group

under vintage accounting. As such, U S WEST believes that retiring all the support

assets in a given VAL group at the end of the amortization period is the appropriate

accounting treatment.

n
Petition at 3.

14
rd.
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IV. CONCLUSION

For the foregoing reasons, US WEST urges the Commission to adopt USTA's

proposal to permit carriers to adopt VAL at the earliest possible date.

Respectfully submitted,

US WEST COMMUNICATIONS, INC.

By: ~~';:;mY II C>-'~~0-
Suite 700
1020 19th Street, N.W.
Washington, DC 20036
(303) 672-2860

Its Attorney

Of Counsel,
Dan L. Poole

July 5, 1995
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CERTIFICATE OF SERVICE
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Federal Communications Commission
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1919 M Street, N.W.
Washington, DC 20554

*Reed E. Hundt
Federal Communications Commission
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1919 M Street, N.W.
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Federal Communications Commission
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Washington, DC 20554
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Federal Communications Commission
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Federal Communications Commission
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*International Transcription
Services, Inc.
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